Business Plan for Millicom Tanzania Mobile Solutions Ltd

Executive Summary
Objectives:
1. To establish Tigo Pesa mobile financial Services in Tanzania mainland and Zanzibar

2. Lead the Mobile Financial Service space in Tanzania mainland and Zanzibar by creating inclusion
financial services to cater for all customers.

3. Create employment for both skilled and unskilled through wakala growth

Target Market

The Mobile Financial Services (Tigo Pesa) will all mobile phone users in Tanzania mainland and

Zanzibar.
SWOT ANALYSIS
Metrics Analysis
Strengths Offers affordable packages

Weaknesses | Lack of experienced workforce in the area of Fintech
Opportunities | Available online platforms to promote the business

Threats Safety risks

Marketing Plan

The marketing plan will consist of promoting Tigo Pesa on different social media platforms and
advertising on television and radio. It will also partner with companies that offer products and
services relevant to the mobile financial services.

Investment Plan

Investment Breakdown
Investment Breakdown UsSD/ Tshs.M
Land/ Building g 75,000,000
Plant -
Vehicles 125,000,000
Furniture & Fittings 50,000,000
Working Capital 250,000,000
Total 500,000,000/=

Attached-is-a-detailedfinancial projectionfor 5-yearsplan

Millicom Tanzania Mobile Solutions Limited, Derm Complex, Plot No.11 Block 45A, New Bagamoyo Road,
P.O. Box 2929, Dar es Salaam, Tanzania Fax: +255 (0) 22 277 2950, Web: www.tigo.co.tz

Timothy Pennington (British), Jose C. Medinanazer (Paraguayan), Frederic Pichon (French), Angelica Pesha (Tanzanian), Innocent Rwetabura (Tanzanian)
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MES
MFS Subscribers Eof ‘000 4,640 5255 6,246 8,847 8,129 8227 6,657 7.09 7,555 8,061 8,625
Gro % 13.3% 18.9% 6.4% (7.8%) 1.6% 69% 65% 6.5% 6.7% 7.0%
MFS Penalration on Core Subs (6 % 49.4% 59.9% 57.2% 53 1% 51.4% 529% 54 4% 55.9% 57.6% 55.5%
MFS Subscribers AoP ‘000 4.848 5751 6,446 6,388 6.178 6,442 6,874 7.323 7.808 8.343
Fee per Transaction -CfTransaction 287 264 238 265 245 225 209 195 183 173
Growt 3 (81%) (2 8%) 11.4% (7.6%) (8.0%) (7.0%) (7.0%) (6.0%) (5.5%)
Transaction Per User #Month 1" 11 13.0 123 13.8 15.2 16.4 17.7 18.0 204
rowth 55% 15 2% (56%) 12.3% 9.8% 7.9% 7.9% 74% 74%
MES ARPU (over MES Subscribers) LCrmonth 4,080 2,987 3,100 3,260 3,360 3,414 3,428 3,439 3,41 3,522
Growth % (3.0%) 3.8% 51% 37% 1.0% 04% 04% 0.9% 1.5%
Total fransactions (incl. self top up) () DIV BIBISS TBUIST 007,534 vazeor TUZSSSS 171,493 1,389,088 1,551,338 175889 2,037,703
Lous
Outaoing X-net Minutes #m 1.828 2081 2,562 2.741 7,355 7.828 8217 8,601 9.001 9415
MTRs LC/Min 9 26 16 10 2 2
Toll charqes - x-net LCm (55.193) (59.630) 57.359) 40.173) (27.895) (38,245) {20,353) 16.434) (17.202) {18.002) (18.830)
Qutgoing International Minutes #m 32 18 15 12 9 11 8 6 & 7
Cost per Minute LC/Min 123 217 190 218 255 242 230 218 208 187
Toll charges - International LCm (6.974) (3.938) (3.888) (2.811) {2.620) (2,327) (2,627) {1.915) (1.358) 1.336) (1,315)
Frequency charges LCm (5.637) (6.479) (6,698) (€6.905) (8,727) {8.981) (7.485) (7.987) (8,634) 19,429) (10.287)
% of Mobila Revenuas % 1.09% 1.08% 1.10% 1.54% 1.89% 1.53% 1.53% 1.53% 1.53% 1.53%
Roaming Costs LCm (2.730) (1.617) (723) (992) {1,165) (1.410) (1.480) (1.554) (1.476) {1.403) {1,332)
Scratch card costs LCm (3681) (3.,460) (3.130) (3.007) {2.783) 12.688) (2,675) {2,750) (2.860) (3,000) (3.138)
% of Mobile Revenues % 0.58% 0561% 048% 0.49% 0.57% 0.55% 0.53% 0.571% 0.49% 047%
Royaity to PTT LCm {4,173) {4.413) (4,631) (5,938) (6.050) {4.973) (6,479) (6.894) {7,568) (8,265) {9.021)
% of Total Revenues lass MES % 079% 0.75% 0.92% 1.00% 1.00% 1.20% 1.20% 1.20% 1.20% 1.20% 2.8
Numbering Fees LCm (6,810) (8.216) 111.684) (11.739) (12.094) {12.298) (12,833} (13.311) (13,784) (14,293) (14,803)
Par Subs Lc (875} (1.109) (1.065) (1.044) (1.040) (1,040) (1,040) (1,040) (1,040) (1,040)
UCSAF Rovatties LCm (1,585) 1,588) (2,708) 5,850) 16.390) (4.973) (8,008) {11,656) (12,614) (13,775} (15,036)
% of Total Revenues less MF¢ % 0.29% 0.44% 0.92% 1.05% 1.00% 1.50% 2, 2.00% 4 2
Transmission LCm 6410y (9,558) (8.370) (9.940) {9.216) 18.874) 112.520) (13,363) (14.677) (15,094) (16,715)
% of Mobile Revenues % 1.61% 1.35% 1.58% 1.62% 1.89% 256% 2.56% 260% 2.45% 249%
Capacity - London Gbps 10 1.0 05 05 <.
Capacity - Mombasa Gbps 100 150 20.0 250 35.0
Capacity - JNB Ghps 10.0 150 200 250 350
Capscity - Dar (+Djibouli + Fuf  Gbps 7.5 100 100 100 100
1GE NICTTEB Lease ¥ 483 1,086 1.448 1.357 1,629
10GE NICTBB Loasa ¥ 1.500 750 750 844 844
Domestic Right of way (Fiber) § 1,382 1,382 1,382 1,382 1,382
E1 Leases ¥ 377 377 377 377 arr
Other VAS COGS LCm {2.317) (3,148) (3.819) (3,935) 11.770) {2.714) #REF! #REF! #REF! HREF! #REF!
% of VAS Ravenuss % 29% . B% 4% 56% 56% 56% 5.6% 56% 56%
5/5 LCm (9} 128.973) (60,638) (73.429) (59.651)
% of Data Revenues %
Data-Cleaning House & Other LCm
% of Data Revenuss
Other Data COGS LCm (848) (34.281) (53,215) (78,270) (63,933) - - - - -
% of Data Revenues % 31.1% . 7% . B% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
lotal HZC Mobile COGS Ltm [Y8,438)  (137,328)  (196,225) (169 660) (142,6882)  (87,502) (Fruwd)  (78,211)  (wz182) (85,404)  (92,181)
% of Mobile Revenues 23.2% 252% 27.0% 251% 18.5% 15.8% 15.0% 14.6% 14.0% 13.7%
BZH Mobile COUS Lim (1,804} (2,083) (3,167) (3.180) 3,113) (2,140) (3,561) (3,919) 18,232) (4,571} (8,937)
% of B2B Mobie Revenues % 183% 18.5% 14.3% 11.4% 11.6% 11.5% 11.5% 11.5% 11.5% 11.5%
BZB Fixea GUGS Ltim - - - 1 - - - - - - -
% of BZB Fixed Revenues % 2 0.0% 0.0% 0.0%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
MES COGS Lem (79,038)  (y3,244) (w4780} (125,71) 126,131 (awuss)  (13s,eu7) 1145,538)  (155,847)  (167,487) (181,508)
% of MFS Revenues % 55.3% 51.0% 50.8% 521% 50.5% 51.5% 51.5% 51.5% 51.5% 51.5% 51.5%
Bad Debt LCm {457) (1.670) (847) 764 (525) (638) (670) (717) (773) (840} (914)
% of Recurring Revenuss % 0.06% 021% 0.11% (0.08%) 0.06% 0.08% 0.08% 0.08% 0.08% 0.08% 0.08%
SIM Card Costs LCm (7.059) (8.504) 15.962) (7,104} (6.122) 18,089) (5.838) (6.031) (6.419) 6.801) 7222y
Lc (8817} (1,034) (987) (996) (956) 990} (900) 923) (946) (969) (593)

Other LCm (969) (1.310) (572) (1.4989) (2,790) 81 61 61 61 61
Non-Recurnng COUS Lim (8,485)  (11,384) 1£.480) (7,838) (9,436) (8,668) (6,448) (6,684) 17.132) (7,580) 18,076)



orex
Gross Adds
Commission Cost per GA
Acquisition
Reload & Other
% of Outgoing Revenues
Uealer Commissions
% of Revenues

#0TH1E (AOF)
#of FTE (EoP)
Cost per FTE
Cost per FTE Growth
Empioyee Costs
% of Revenues

# of Sites (EoP)
Additional sites
# of Sites (AoH)
Koliout
NOn-Site Lsrowtn (eg. Fiper rol
Fuel ingex

Mobile Network Maintenance Cost
rowth

Network Maintenance Costs
0/ Vendor Maintenance

ofw Managea Service

Ciw Hassive Maintenance

0w | ransportation
oMW Other

oMW Vendor Maintenance
oW Managed serice
o/ Passive Maintenance
0w Service Agresment
o/w Sita Enerqy

oAv Transportation

o/w Other

11 Costs
Growih

Uther Upex
Growtn in Uther Upex

A& as % of Kevenuss
Phone Subsidies as % of Revenues

Uthice Kental and Lease Payments as

NATIUNAL ROAM NG

Revenue
Cost

LCm
LCm

8,222

(3.196)

(26.279)

135,538)

6.8%

BU197)  (61,817)
8.5% 7.7%
40
491 449
111.802

(50,468) (52,547}
7.1% 66%

2,526

2,396

35332

W1076)  (8a,655)

- 3oz

(56.278) (49,392)

4.9%
V6%
0.9%

4233
5324

6,040
(3.869)
(23.369)
{33‘659)

6.1
(57,225)
6.5%

426

403
114,146
1%
{48.626)
55%

2,742

216
2,634
Y.59%

37.814
7.0%

(99,6U2)
(11.260)
{11.871)
(6,330)
(62,269)
(3.925)
(67)
[EXT)
11.3%
11.9%
64%
62.5%
39%
0.1%
39%

114,313)
9.9
(85,258)
1%
9%

win
U.b%

26.055
32,736

38.611
2.1%

1108,524)
(11,394)
113,54/)

(8,415)
(64,1u8)
(4.242)
(19)
(4,741)

(13,454)
(6.0%)

(¥5.118)
16.U0%

2.2%
U.4%
U.6%

26.522
33,295

6,401
(4.544)
129,089)
(30,966)
59%
(6U,U55)
6.8%
EL72

362
134.415
7.2%
(51,347)
5.8%
2,781
57

2,004
urm

13,395
65 3%)
|Jb<a.'u|
(11,414)
(14,245}
(5,259)

T1%

(13,345)
(0.1%)

(107, 893)
42.9%
21%
V3%
w.U%

26,995
33,770

12,837
{4.2%)

(35,84/)
(1, 728)
{19,194)
(4.117)

(18,017)
4.3%
(47,922
159.6%)
0%
U.5%
v

28.086
34,794

6,487
(3,929)
(25,480)
(29.083)

(38,797)
(12,107)
(15,445)

(4.227)

114,620)
4.3%

(42,780)
(70.7%)

2.8%
U.6%
s

28,086
34,784

(38,207)
(12,522)
(15,944)
(4,398}
(3.429)
(29}
(2,001)
32 8%

(15,357}
50%

(43,850)
29%
2.5%

U.6%
L.U%

28,086
34.794

12,743
0.2%)

(39,678)
(12,551)
(15,900}
(4,5/2)
(3.523)
{37)
(2,143}
327%
414%
17.5%
0.0%
89%
01%
54%

(16,118)
5.0%

(44,948)
2.9%
2.5%
uE%
vU%

28.088
34,784

(40,954)
(13,394
(16, 784)
(8, 1286)
14.116)
(32)
12,244)

(16,824)
5.0%

(46,070)
0%
5%

0.6%
GU%

28.086
34,794

7.270
(3.929)
128,568}
(37.861)
5.8%
(685,427)
5.9%
461

463
152,530
.0%
(70,240)

3.354
90
3,30y
ZU%
5.U%
5.U%
12.763
02%
(82,232)
(13,803)
(17,118)
(4. o)
(3,903)
{34)
(2,406)

32.8%
W0 5%

0r.770)
50%

(47,797)
3.8%
2.5%

U.6%
L%

28,086
34,794

chaannel mix elc?



A KEY FINANCIAL AGUREGAIES BUILD-UP 15A 2016A 20174 201BA 20194 2022€ 2023F 2023 2023E
Revenues
Core Cm 481,684 468,339 448,333 430,971 360.132 333.218 316,380 308,698 309,286 312,089 315844
Voice LCm 371,738 360,758 332,393 348,265 308,558 284,989 [ 271,086 268,745 274,094 280,000 285,935
Outgoing on-net LCm 226013 207.284 186,699 206 359 185,511 193,896 193,076 195,926 198,750 201,592
Qutqoing x-net LCm 56,985 51162 104,345 56,504 51.470 54,235 56.362 58,403 60509 62.659
Outqoing internatione LCm 5486 3,296 2.790 2,085 1,662 1.734 1.198 804 7 699
incoming nationa! LCm 63,676 62,419 46,502 37,645 32 821 17,467 14,104 14.762 15,445 16.160
lﬂmmmq internations LCm 5143 5050 5,366 3,833 3.234 ! 3.489 3.742 4,010 4,296 4,
Other voice LCm 3,455 3,202 2.562 2031 38} 247 264 190 208 224
Other VAS LCm 109,946 108,581 116,000 82,705 51575 48,249 #REF! #REF! #REF! #REF! #REF!
Telssis LCm 5 14.771 17.416 12,766 - -
Other LCm 102,680 101,230 65,290 38 868 #REF! | #REF! BREF! #REF! #REF! HREF!
Data LCm 70,604 123278 170,910 197,284 207 880 141,076 172,785 213,242 254 939 304,124 356,405
B2B LCm 8,785 13,138 20,839 28,150 34,582 31.506 1.345 47.570 53.956 60,860 68,700
o B2B Mobiie Lem 6,951 11,364 17.100 22,280 27.274 23 767 30,897 33986 36,705 39,642 42813
W B28 Fixed LCm 1.834 1774 3,740 5890 7,309 7740 10448 13.583 17 251 21,219 25 887
LCm 142,986 182,889 208.120 238,830 248,858 250,553 263 82,508 302,227 325218 352638
Omer Recumnu Revenues (N: LCm 186 4,23 26.055 6. 26,995 28,088 28,088 28,086 28,088 28,086 28,08
Kecurring Hevenue: Lem TU4, 245 792,878 a3 vaz,isr B7Y, 249 184,439 | sizars gou, 191 vay,494 1,030,377 1121672
Non-Recurring Revenum LCm 6,514 6,957 9,147 1,932 4,818 1.667 1.650 1,634
Growin % [ 31.5% i
cm b L a
srowtn % W.2%
Gross Margin
Mobile LCm 455,850 455,288 463,078 458,585 425,170 386,712 412,066 443,727 482,063 529,810 680,088
B28B LCm 7,181 11,056 17,673 24 971 31,469 28,766 37,783 43651 49,724 56,288 63,763
o/Av B28 Mobile LCm 5347 9.281 13933 9,080 24,161 21,026 27.334 30.068 32473 35.071 37.876
o/ B2B Fixed LCm 1,834 1.774 3.740 -‘)591 7.309 7. 740 10,449 13,583 17,251 21,219 25,887
Lem 53,947 LEAEL] 101,534 114,59 128,028 121,078 121,980 134,080 146,580 154,131 141Uy
Uther Kecurring (National Koa  LCm (1,081) (0,681) (6,1/3) (6,/75) (6, ruy)y (5, /0Y) (6, /Uy) (8,/UY) (8,/04) (6, 7UY)
Recurring Gross Margin Lem 526,471 i 575,408 571,120

Gross Margin

Nun—Rscunm q
058

% of /olal Hevenuss
% of Total Revenues (excl. Nations

Upex
Advertising & Promotion
Phone Subsidies
Dealer Commisions
Office Rental and Lease Payments
Employee Costs
Network Malmanan:e Costs
IT Costs
Cmer Opex (Incl. External services

Opex
% of fotal Kevenues

(32.728)
(5,881)
(60.197)
(5,963)
(50,464)
(81,078)

4,527

b8.b%
69.3%

(31.044)
(5,125)
(61.817)
(7.221)
(52.547)
84,655)
(13,022)
2

1 GET

bb :l'fa
£82%

(25.626)
(6.452)
(57.225)
(6.945)
(48,626)
(99,602}

591,552 573,592 530,268
5.9

4, 798

BINF2Y  6TAGSY 737921 sudr2
5.054 979 6
; GREY

72.0% 72.5%

{20,561) (18671) (15.633) (19.367) (22.046) (23.753) (25,799)
(3.900) (2,562) (4.384) (4,598) (4,918) (5.299) (5.755)
(63.014) (60.055) (58.766) {54.573) 156.496) (58.465) 162.832)

(5.720) (1) {1 {
(50,478 (51,347} (48,401) (54.210) {58.370) (68,168)
{105,524) (36.870) (35,847) (36,797) (38,207) (40.954)
(13,454)  (13.445) (14.017) (16.924)

75.718)
37838

43.6%

42.3%

666 80,79 ¥; B 303, i a
% 35 3’6 326% 288% 30 3% 39 2% 38 6% 41.2% 4'5 2%
Mamt fee LCm 158,218) (38.140) (44,993) (20,905) (10.711) {10,711) {10, 711) {10.711) (10,711) {10,711)
FLO Interest LCm (34.797) 38.267) (65.574) (104,021 (106.948) 1112,868) (118, 323| (122.248) (134,626) (130.798)
Interest on Bank Loan LCm - - - 1.218) (43.239) (43.277) (38,794) (35,883) (31,547) (13,223)
Operating/ non op expense, others LCm (5.239) 55,974 7,523 6,794 38.942 3,058 3.058 3.058 3,058 3.058
D&A LCm (125.011)  (130.846) (128.278) (118.668) (114,474) (115.366)  (122.625) (125,833) IMOI’&\
ROU Depr LCm {15,079) 18,632/ (23,450) (67 948) (68.727) {70,933 73.139] 78,533
t? cm 1578 K ] X 3 B 2 B
Mary % 1.6% 9.6% (0 7%) (1.0%) (1.3%) 1.3% 4.6% 7.9%
Tax LCm (14,043) (25,653) (28,486) (23,171) (17,286) 3.216 (3.571) 113,034) (24,568) (45,182)
Tax rate % 30.0% 30.0% 30.0% 30.0%
TCm (T A59) SO EES  [35.138]  [SUBTE] (253707 17.505] R 2 5 2
Mar % (0.2%) 67% (38%)  (57%) (3.2%) (0.9%) 09% 3.2% 5.5% 94%
Capex Keconciation
Capex (Excl. Spectrum & License) LCm 207.439 173.280 113,230 56.160 76.345 84,340 172,835 188,966 161.313 172,835 172,835
Capex (Excl. Spectrum & License) $m 10 78 51 25 33 37 75 82 70 75 75

Spectrum & License - LC
Spectrum & License - USO
X

ofal Capex -
Iotai Capex - usu
% of Total Revenues

BUIHEN CASH FLOW SI1AIEMEN] 1EMS

I6A

Finance Lease Interest Payments
Invoiced FLO
Timing Adjustment and One-offs
Tower Lease - Principal Repayment

'l SUMMARY KIS & FINANCIALS

Lem
Lem
LCm
LCm

(34.797)
(34.797)

(2,925)

2018A

7A

(38,267)
(39.267)

123.604)

17A

2018A 20184

(44.803)  (77.392)  (97.225)
(65574) (104,021) (106,948

(16,470)  (47.108)  (57.426)

3A 2019A

(102,608)
(112,869)

(61.438)

2021

231 31 20

(107.567)  (111,135) (122.387)  (118,907)
(118.323)  (122.249) (134.626) (130.798)

(66,258) (77,8661  (81590)  (02.544)

20 2023E

2023

1.5%

1.8%



Population
Growth
Mobile B2C Market Subscribers (60D)
Mobile H2C Henetration (6UL)
B2C Core Subscribers EoP (60D)
Growth

B2C Core Market snare (buw)
B2C Voice ARPU (60D)
Growth

Mobile Data Subscribers EoP
Growth

Mobile Lata Subs Penetration on Core :
Mobile Data ARPU (over Data Subscrib
Growth

o
Mobile Data traffic
Mobile Data trafficiuser

Mobile B28 Ravenuss Growth
Fixed B2B Revenues Growth

MFS Subscribers EoP
Growth

MFS Penetration on Core Subs
MFS ARPU (over MFS subscribers)
Growth

FTEs (EoP)
Sites (EoP)

ARPU

B2C Core Voice ARPU (600) {on Total
B2C VAS ARPU (60D) (on Total Subs)
B2C Data ARPU (60D} (on Total Subs)
MFS ARPU (60D) (on Total Subs)
rotal ARFU

B2C Core Voice ARPU (60D (on Total
B2C VAS ARPU (60D) (on Total Subs)
82C Data ARPU (80D) (on Total Subs)
MFS ARPU (60D) (on Total Subs)
lotal ARPU

#2§ wugag

LC/Month
%

u UEFKRECIAIIUN ANU AMUK 1ISA | ION CALCULAIIUN

Existing Assets Depreciation
Averags Usslul Life
2020
2021E
2022E
2023
2024E
2025€
Depreciation
Amartisation
TUIAL USA

N AVJUS IMENIS 1O KEFUK I EL

N

Biometric KYC

Emplovee Costs

Other Opex

1otal Upex Agjustments
B2C Mabile COGS

Bad Debt

Other Non-Recurring COGS
lotal CUGS Adjutstments
Non-recurring Revenues
|otal Kevenues agjustment

| otal Non-recurnng

Heported eI iUA

MPR EBITDA

(1.599)
(8.280)
(9,878)

(9,875)
230,909
240,788

ER HRs1

Network ([FRS16 Adjustment)

ERC (IFRS16 Adjustment)

Office Rental (IFRS16 Adjustment)
Upex IFRS16 agjustment

Adjustea tHIIUA - pre IFKS16 adjust
% revenua

ROU Depreciation

Lease interest

PBI - pre IFHS16 adjustment

Auan Adjustments

LCm
LCm
LCm
Lim
Lem
%
LCm
LCm
LCm

(7.757)

{513)

(9,875)
241,043
250,880

2016A

250,918
31 4%

455,429
28.0%

(310)
(28,325)
{28,635)

(689)

{68Y)
(2,385)
(2,395)

31,719)
218,570
255,285

52,400 54,074 55779 57,527

3.2% 3.2% 31%

35,964 36,467 40,372 39,765

1.4% 107% (1.5%)

8 6% B/ 4% fd4% BY. 1%

10,643 10,431 11,616 11,551

(2.0%) 11.4% 10.6%)

24 6% 28 6% 28 8% LY D%

28565 26288 286327 22188

(21%)  (28.8%)  (23.0%)

3,537 3534 3,677 3,544

0.1%) 4.0% (3.6%)
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